STATEMENT OF CONSIDERATIONS

ADVANCE WAIVER OF THE GOVERNMENT’S U.S. AND FOREIGN
PATENT RIGHTS IN INVENTIONS ARISING UNDER THE LIMITED
CLASS OF FUNDING AGREEMENTS AND OTHER CONTRACTS
UNDER THE DEPARTMENT OF ENERGY’S' METAL INITIATIVE
W(C) 92-001

The Department of Energy (DOE) granted the attached advance waiver covering DOE’s Steel
Initiative Program on November 4, 1987. The Steel Initiative Program was originally authorized
by Public Law 99-199 (House Joint Resolution 465), the Fiscal Year 1986 continuing
appropriations law, and received additional funding for Fiscal Year 1987 to continue the Steel
Initiative Program through the passage of Public Law 99-591 (House Joint Resolution 738). The
U.S. Congress, by virtue of the passage of Public Law 100-680 (102 Stat. 4073), entitled “Steel
and Aluminum Energy Conservation and Technology Competitiveness Act of 1988,” provided
for an expansion of DOE’s Steel Initiative Program to include research and development to
achieve competitive, energy efficient steel, aluminum and copper process technologies. This
expanded program was known as DOE’s Metal Initiative Program and was conducted using
funds provided by Congress beginning Fiscal Year 1989. i

Although inventions made under DOE’s Metal Initiative Program were treated in accordance
with the terms and conditions of the attached Steel Initiative advance waiver, the waiver was
never modified or amended to specifically cover the Metal Initiative Program.

In order to eliminate any confusion relating to the treatment accorded inventions made under
DOE’s Metal Initiative Program, the purpose of this Metal Initiative advance waiver is to make it
clear that the attached Steel Initiative advance waiver applies to those inventions made under
DOE’s Metal Initiative Program. The contents of the attached Steel Initiative advance waiver are

hereby incorporated by reference into this advance waiver. It is determined that this advance
waiver to a limited class of one or more holding companies, which have held title to and have

licensed inventions made under the Metal Initiative Program, will best serve the interests of the
United States and the general public and, therefore, the waiver is granted. This waiver covers
and is directed to inventions made under all funding agreements with small businesses and non-
profit organizations to which the Exceptional Circumstances Determination related to DOE’s
Steel Initiative applies and all other contracts under DOE’s Metal Initiative.
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Dur1ng dlscuss1ons and negot1at10ns d1rected to the

'ﬂﬂjestabllshment ‘of: the DOE: Steel Initiative Management Plan,'

ujlnterchange -among” 1ndustry representatlves, representatlves of -
- the National- Laboratorles, and’ DOE program representatives raised

’j;*several very important .issues. . In order to meet the: legislative
- grequ1rements prev1ously stated, the industry must prov1de
J_contr1but1ons ‘lequal to 30% of the amount of the Federal

Government obligations, although this 30% total may ‘include
1nd1rect .cost-sharing as. well as direct cost-sharlng.' To justify

';uthe 1ndustr1al part101pants cost- ~sharing of the.Steel Initiative
o .and’ ‘the - part1c1pants repaying up to 1 1/2 times the. Federal

- expendltures from’ the. net proceeds of the technologies developed
~under :the’ Steel In1t1at1ve ‘as also required by the legislation,

it w111 be - necessary to provide the part1c1pants a firm patent
fp051t1on to protect their’ 1nterests. .This Advance: Waiver to the

CeLimited: Class prov1des the mechanism’ by which such patent

f,p031t1on can -be effected .and will- enable’ 1ndustr1al ‘participants -

;@fto cover their initial cost-share and provide them a ‘head start
~p.p051t1on in the developed technologles to enable their repayment

fbof ‘the Federal expenditures. -In conformance with DOE waiver

';onl1cy and. program objectlves, it has been: determlned that

L"{lndustr1al part1c1pants will be required to prov1de at least 20%

cﬂfd1rect R&D cost-sharing (which ‘may include in-kind R&D '
‘ 'icontrxbut1ons by the part1c1pants) to. the total' R&D project costs:

- for ‘each’ pro:ect. It is-the intent- under ‘this waiver that the

em]requlred 20% d1rect cost- -sharing for each project will be met by
- . the sum’ total of’ contributions made by the’ 1ndustr1al

.?fpart1c1pants and any one 1nd1v1dual part1c1pant ‘may contribute
qmore or 1ess than is: contrlbuted by another part1c1pant. '

\ v

. 4 It 1s ant1c1pated that a large portlon of the research and
'development efforts under the Steel Initiative Program will be
conducted ‘at DOE's National Laboratories, many of which are run

”1;by nonproflt organizations. which would ordlnarlly be entitled to
' .elect to retain title to inventions made in the course ‘of or

under theirx- research work. Further, U.S. domestic steel industry
;part1c1pants are: expected to be extenslvely involved in the Steel
In1t1at1ve., Contracts and subcontracts .will also be awarded to

K domestlc companres or unlver51t1es -which have. spec1a1 knowledge

' or ;expertise such that ‘their 1nvolvement ‘and contr1but10ns would

" be hlghly benef1c1al.' Many of these contractors also may be
“small’ bu51nesses or nonprofit. organlzatlons ord1nar11y entitled
‘under Public Law 96-517 and Public Law 98-620 to retain title to
‘their "inventions. . Under normal circumstances, the standard
statutory disposition of rlghts to inventions made under the

. Steel 'Initiative would result:in fractured ownership of the

technology dlspersed .-among many contractors. In order .to.
practice the: technolog1es, a part1c1pant would face the
possibility of’ hav1ng to seek multiple lic¢enses from multiple

- parties’ with no guarantee that successful licensing arrangements
“could be negotlated Such was found to be unacceptable to the
U.S. domestic steel industry and a severe roadblock to proceeding
with the Steel ‘Initiative.
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funding agreements. with small ‘businesses and non-profit

- organizations which are covered by.the Exceptional Circumstances
Determination related to the Steel Initiative. This Waiver is
also di:ected tojand,éovers-thdée;cdntracts-under the Steel
Intiative which would be governed by Section 9 of the Federal

- Non-Nuclear ‘Energy Research and;Developmeht'ActIOf 1974, those

. contracts with other than small businesses and non-profit

i
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"organ1zat10ns where t1tle would ord1nar11y vest in DOE:

unless’ walved to the contractor.. .. However, - thls waiver does not

',apply,to ‘any agreement or other : arrangement with a party to carry

out other collaboratlve ‘research ‘and development activities

_'related to the" purpose ‘of the ‘Steel Initiative. whlch is supported

with 100%- prlvate .funds’ which are not; included .in the 20% direct

;g»;,cost-sharlng ‘contribution by the industrial _participants. To the
xj‘extent ‘that such act1v1ty ‘is to-be-. included ‘as indirect :

cost-shar1ng in 1ndustry s leglslatlvely required 30%
contrlbutlon.,such will be subject to a different independent

'walver and dlfferent rights will flow. to the industrial

part1c1pants 1n the pro:ect to. whlch the act1v1ty appl1es.
: 3 Th1s Advance Walver to, a L1m1ted Class w1ll permlt the

concern holdlng tltle to. patents for the. benef1t of the © o
part1c1pants to grant royalty-free licenses to direct and’ . o

lflndlrect cost-shar1ng part1c1pants in the part1cular project.

‘These part1c1pants will have the knowledge that they will be

g entltled to practice the - technologles developed under the Steel

S expendltures.fi

In1t1at1ve project’ and’ w1ll,_through the patenting of the
technology developed,. be given .a competitive. edge over. foreign
competltors -and other U. S.ﬁcompetltors ‘who do not’ part1c1pate ‘in
“that-project., The 1ndustry part1c1pants 'will receivea’. - -

.~jroyalty-free llcense to- 1nvent1ons arlslng under “those projects':
~ﬂ{n1n which they part1c1pate. ‘While nonpart1c1pat1ng members of the -

"U.Sk domestlc steel. 1ndustry could be licensed. under any patents -

'»Tobtalned in an. 1dent1f1ed project in which they do:not partici- -

pate, it is a requ1rement of this waiver that such licenses be on
a basis .that w111 be benef1c1a1 ‘and equitable to the: part1c1pants
in the proyect.r Such could .be a royalty—bearlng license and such
treatment of non—part1c1pants is most certainly. 3ust1f1ed in view

of the part1c1pants cost sharlng and obllgat1on to repay Federal

Vol

Whllé cost- sharzng part1c1pants w1ll recelve a royalty—freei'L

11cense to. practice all patents ‘based upon - the research conducted
'under the Steel In1t1at1ve in the . pro;ects ‘in which. the: :
part1c1pant Cost- shares, the: part1c1pants shall not have the
~r1ght to sub-liceénse ‘except as ‘is necessary for ‘their own use and .
practlce of the technology .This waiver is also subject to the
prov151on for- Preference for U.S. Industry in. ‘line with
Congress intent to prov1de support to the U.S. domestic steel .
1ndustry. A further condition of this Waiver is .that royalties
recelved from royalty—bearlng l1censes which may be: issued. to
non—part1c1pants will be equitably’ distributed to the
~cost-sharing industry part1c1pants and. the Federal Government.
It is believed that the Declaration of- Except10na1 Circumstances
combined: with this Advance Wa1ver to a Limited Class will prov1de
the incentive to. justify U. S.,steel industry's participation in
_DOE's Steel Initiative. It further will facilitate the transfer
of the technology to the private’ sector by establishing a single

e
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concern for each selected Steel.Inltlatlve prOJect w1th wh1ch to:
negotlate to obta1n r1ghts to pra tice/ the- technologles

z*developed. Further, extens1ve patent1ng by~ thé concern of- ‘the

technologies developed will. prov1de protectlon from’ forelgn

3compet1tors and will. prov1de an-. equ;table treatment .to pr03ect
ﬁ'.part1c1pants by requ1r1ng payment of royaltles to- practlce the
‘?;technology by those- 1n ‘the 'U. S domestlc steel 1ndustry who

-.choose- not to: part1c1pate and cost share ‘in the selected project

,'-1' .
oy Accordlngly, 1n v1ew\of«the Congre551onal and statutory
;objectlves ‘to, be obtalned and. the .factors". ‘to be.corisidered under

.. DOE's . Statutory Patent. Waiver Pollcy, all of: whlch have been
f‘cons1dered, itis determlned that, this: Advance ‘Waiver. to.a :
«Limited;Class w111 best serve. the 1nterests of the United States
‘;and .the general pub11c and. therefore the walver LS granted._ Th1s
;*“Walver is directed to and covers all - fundlng agreements w1th

.,f;small ‘buSinesses and” non-proflt organ1zat10ns +to which the
‘giExceptlonal Circumstance Determlnatlon related to the U S.
" :Department’ Of- Energy SteelwInitiative" applles and to all other

Py

-contracts under DOE s Steel In1t1at1ve. ffp-
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.. Statement’ 6f Analysis and .Determination of Exceptional
Circumstances for DOE Funding Agreements Relating to
- the U.S. Department of Energy Steel Initiative

For the reasons, facts, and justlflcatlons set forth below, the
Department of Energy (DOE) has determined pursuant to 35 U.S.C.

‘;202(a)(11) that the circumstances surrounding the Department of

- Energy's Steel. Initiative Program are exceptional. Accordingly,
a disp051tlon of patent rights different from that applicable
under Public Law 96-517 and Public. Law 98-620 for funding agree-
‘ments with" small businesses or nonprofit organizations under this
. Steel Inltlatlve Program is necessary. ‘'Allocation of patent .
wrights to.a holdlng company for the benefit of part1c1pants in

"L'the Steel Initiative under this Program will better promote the

'pollc1es and objectlves of Chapter 18, Tltle 35 of ‘the U .S. Code.

The Department of Energy’ actlng through its. Offlce of Industrlal
- Programs under the Assistant Secretary for Conservatlon and
‘Renewable Energy has establlshed and is carrying. out a Steel
~Initiative Program in ‘order:to improve the international competi-
tive position of the U.S. domestic steel industry. As a part of
this initiative, it is intended that the p051tlon of the U.S.
domestic steel 1ndustry will be enchanced through “commercializa-
tion..of innovative technology developed in cooperation with DOE's
National Laboratorles. _The U.S. Congress has supported the Steel
- Initiative by. exp11c1tly dlrectlng additional funds to the
.Department of Energy Steel Initiative Program through appropria-
tions:'bills, the most recent being" the ‘continuing appropriations
" for Fiscal Year 1987, Public Law 99-591 (House Joint. Resolution

- 738) . This legislation specifically authorized an additional 2

million dollars to be made available for continuing a research

. and development initiative with the National Laboratories for new
technologies up to proof-of-concept testing to increase signifi-
‘cantly the energy efficiency of processes for producing steel.

' Congress had. prev10usly appropriated ‘7.1 million dollars for this
' Steel Initiative in Public Law 99-199, (House Joint. Resolution
465) , Further Contlnulng Approprlatlons for Fiscal Year 1986,
adoptlng the appropriations as prov1ﬂed in the Department of the
. Interior and Related Agencies Appropriation’ Act, 1986. The
'»leglslatlon appropriating this 9.1 million dollars exp11c1t1y
requires a .cost-sharing contribution by the."participants" equal
'to 30% of the-amount of the Federal Government obllgatlons and
further provides that the total Federal Government expenditures
-shall be repaid up to 1-1/2 times from the proceeds of the

" commercial sale, lease, manufacture, or use of technologles
developed, at a rate of 1/4 of all net proceeds. The

" Congressionally .stated objectlve of the legislation is to a551st
U.S. domestic steel industry in developing new, more efficient
technologies which will permit the U.S. domestic industry to
compete on a more even basis with the nondomestic steel lndustry.
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f’fRu;ther,'in*thg abéence,pf'thisuéxcepfional_cirqumstqnqésﬁt:ﬂ_ R
".determination, he56wnership'df.theipights-in the' technology may .- *
-~ be fragmented“amOngxa=numbér:of:édntréctor§¢énd there ‘would -bé:no
. guarantee that the licensing of 'the téchnology by these. R
~ contractors’ would be doéne "in ‘a manner so‘as'to benefit the U.§.

domestid-stéeliinduStfyl Congress .has ciearly stated that its

- objective in supporting the_Steel[InitiatiVe is‘to.aSSist'and

contractors: nd .subcontractors.would, '




‘beneflt the U ;S omestlcfsteel 1ndustry. Byllnclu51on of .the’:.
4"Preference for U S Industry“ sectlons 1n ‘bothPublic. Law 96~ 517 i
and ‘Public ‘Law:; 98 620, Congress has' also expressed its: concern o
“with'the'|interests of "the.U.S. domestic. industry. ‘A declaration . -
_of exceptlonal c1rcumstances under which all rlghts would flow to
“a holding company’ for the benefit of partlcrpants in the Steel =~
;- Initiative would permlt the ‘control of’ ownership of the entire-
. ftechnology package so.as’ to. fac111tate and .assure transfer of the
*aentlre technology to the prlvate sector in a manner Whlch w1ll be
Jﬂbenef1c1al to the U S domestlc steel 1ndustry. . :

;" \ . I3 = Lt

'In accordance w1th thls exceptlonal c1rcumstances determlnatlon

'Qnthe Department of Energy will -effectively transfer title, by a

waiver granted in conformance w1th 'DOE's -waiver. procedures, 41

.f;fﬁCFR 9-9.109-6, to’ a private concern or concerns: in order to
*;consolldate the technology package. for. commercialization-and

-‘utilization within' the -U.S.-domestic ‘industry for the; benefit. of .
the" partlclpants in the- Steel Inltlatlve.. ‘The prlvate concern;
-can ‘be viewed generlcally ‘a's ‘a holding company..which iwould: take
title under a waiver from:DOE in order.to contiol. and' license’
“Steel Inltiatlve technology to "‘the U.S. ‘doméstic steel" industry..
fEach part101pant ‘and the U.S Government actlng through DOE would -

.7 .enter.an agreement. with the holdlng company . providing for the
: *g,transfer of title to-the;: holdlng ‘company. and the- retention of

C.rights to ‘utilize and share ‘in' the" benefits of the ‘technology by*
. the: partlclpants based- upon’ the equltles ‘of :the ‘participant. o
iLlcenSLng to nonpart1c1pat1ng members of the U, S. domestic .- .
’i ;industry ‘would be on a ba51s benef1c1al and equltable to the
-:'part1c1pants.. o e T Co '

.ycFor the Steel Inltlatlve, Congress ‘has dlrected that the steel
- industry part1c1pants contribute ‘an amount equal to. 30% of ‘the

:}ﬁfFederal Government obligations and that. the Federal Treasury ‘
;... shall’ recoup.'‘an amount.up to 1-1/2. times the Federal expenditures
‘~at/a-rate of 1/4 of-all net- proceeds obtained from the commercial

: sale, 1ease, manufacture, or-‘use.of. the technologles developed.
" A'means must be - prov1ded to encourage domestlc industry to '
. 'participaté in the’Steel Initiative and to expedite the . -
”;ﬂcommerc1allzatlon and. utilization of “the: technolog;es developed ,
" This’ exceptlonal circumstahces determination will’ permlt ‘title tol .
. the entire: technology package to vest, through the waiver: :

i'ﬂ;process, in-a holding company or companies. which will guarantee:
% to ‘the. part1c1pants a right to utilize the" entire technology -
". . developed. . This up—front knowledge that there will be .a rlght to

- .use all the: technology developed on.an uniform" .and -‘equitable

Jwv_ba51s for - all. participants without ‘the potentlal future nece551ty
.. - for" negotlatlons .with multlple ‘parties for license rights .in .

.- various ‘aspects of.the technology will “encourage. part1c1patlon in
- "the.'Steel’ Initlatlve.f The participants will be able to utilize.

- the 'best technology developed without fear of “additional future .
obligations and 1license negotiations, thereby expediting the
"utlllzatlon and commerc;allzatlon of that technology. Such







